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$38,116,000 


2,377,000 


$1.02 


11.2% 


3,108,000 


6,630,000 


1.69:1 


1,405,000 


1,943,000 


8,537,000 


OF 351 


2,399,810 


1900 


Aide 


28,213,000 


1,770,000 


$0.79 


10.9% 


2,390,000 


4,302,000 


1.5621 


1,458,000 


1,868,000 


5,997,000 
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2,318,754 
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President's Report to Shareholders 


| am pleased to present the Annual Report for the 
year ended December 31st, 1973. It was a year of 
substantial progress in which your company estab- 
lished new sales and earnings records. 


The combination of a sustained, unprecedented 
demand for home furnishings in Canada, together 
with your company’s continued success in enlarg- 
Ing its market penetration, resulted in a sales in- 
crease Of 35% in 1973 over 1972. Before extra- 
Ordinary items, net earnings rose 49%, earnings per 
share increased 29%, and fully diluted earnings per 
share increased 33%. The return on shareholder's 
equity for the year was 39.6%. 


1973 was also a year in which the company 
moved forward on a number of major projects. 


e The first stage of the forest products complex 
Operating under the name ‘‘Mattawa Forest 
Products’, and consisting of a highly automated 
sawmill and modern dry kilns, was completed 
during the first half of the year. This division has 
solved the hardwood supply problem for the fur- 
niture manufacturing divisions, and, in addition, 
it has been making a significant contribution to 
the company’s earnings. 


Construction of a new plant located in Metro- 
politan Toronto to house the Sklar chair manu- 
facturing division, under a long term lease, was 
completed after some delays caused by con- 
struction industry strikes. This facility, which 
specializes in the production of mechanical 
chairs (reclining chairs and swivel rockers), is 
now operating profitably and all start-up costs 
were absorbed. in 1973. Removing the produc- 
tion of these chairs from the Whitby operation to 
a separate facility results in several advantages. 
It allows the company to rapidly enlarge Its pro- 
duction of mechanical chairs to meet growing 
demands, it frees some capacity at the Whitby 
plant which can now be devoted exclusively to 
the production of the regular line of Sklar brand 
stationary upholstered furniture and it permits the 
company to realize cost savings that flow from 
the specialization in production at both the 
Whitby and the Toronto plants. 


e The expansion at the ‘Meridian’ upholstery 
division, also located in Metropolitan Toronto, 
was completed permitting this relatively new 
division to record a sales increase of 67% for the 
year 1973 over the 1972 sales level. 


e Installation of a pilot plastic component manu- 
facturing facility at the Peppler Division was 
completed. Although its major purpose is to en- 
able the company to further its position of leader- 
ship in this rapidly developing technology, it 
serves the additional purpose of supplying the 
Peppler and Fitton-Parker wood furniture divi- 
sions with increasing quantities of their plastic 
component requirements at favorable costs. 


e Engineering was undertaken, and in a number of 
cases completed, in connection with the com- 
pany’s short and medium term programs for 
expansion of all production facilities. Final deci- 
sions with respect to some of these expansions 
will depend upon whether adequate govern- 
ment financial support is received. 


e The first mortgage bonds were refinanced in 
order to remove the restrictions contained In the 
bond indenture. This refinancing was vital be- 
cause these restrictions would have brought 
further growth to a virtual standstill. The interest 
rate under the term loan that replaces the bonds 
is related to prime rate which Is presently at a 
high level. However, this additional cost is a 
small price to pay for the elimination of the 
restrictions. 


Although there are, and will continue to be, 
problems confronting the home furnishings in- 
dustry, the management of your company has solid 
reasons to look to the future with optimism and 
confidence. Inflation, world monetary instability, 
shortages of both labour and raw materials and the 
effects of the energy shortage are likely to be with 
us for some time to come. Also, it may be some time 
before we see the end of the economic implications 
of the serious domestic political problems in the 
United States. However, your management be- 
lieves that with proper planning, these problems are 
controllable and that there are strong counter- 
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balancing positive factors which justify our long- 
term optimism. A review of some of these factors 
may be useful. 


e Economists assure us that there will be contin- 
uing growth in Canada of gross national product, 
housing starts and disposable income for at least 
the balance of the decade. 


e Demographic studies indicate that the fastest 
growing segment of the population well into the 
nineteen eighties will be the 25 to 40 year old age 
group which is the most important segment of the 
population to the home furnishings industry. 


e Capital projects to be undertaken by Canadian 
industry in 1974 will be 20% higher than they 
were in 1973, and the pressure to expedite the 
development of Canada’s energy resources, and 
the means to distribute them, ensures a contin- 
uing high level of capital investment. 


e The North American economy continues to lead 
the industrial world, and, in fact, it has been im- 
proving its competitive position dramatically 
since 1969. 


e Growth in Canadian demand for home furnish- 
ings continues to outstrip growth in production 
capacity. This gap between supply and demand 
gives the industry a cushion against the adverse 
effects of normal cyclical downturns in demand. 


We believe that these are formidable positive 
factors and that they justify your management's 
decision to press forward with its plans for expan- 
sion at all divisions. 


It is again with pride that | pay tribute to the 
people associated with Sklar at all levels and at all 
divisions. They have played a major role in the suc- 
cesses of the past and | am confident that their 
continuing efforts will bring the company growth 
and prosperity in the future. 


ON BEHALF OF THE B IG 


March 15,1974 President. 
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The Company’s Business Activities 


Sklar Manufacturing Limited, through its various sub- 


sidiaries, is in the business of designing, manufacturing and 
marketing upholstered and wood household furniture. It is, 
by a Substantial margin, the largest company in Canada in 
its field and the largest employer in Whitby, Hanover 
Southampton and Mattawa, Ontario. 


a) 


b) 
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DESIGN 


Fashion is a dominant factor in the home furnishings 
industry. The company’s design function, therefore, has 
played a vital role in its success. The major design efforts 
of the company are carried out by a strong “in-house” 
design organization. However, in order to add an element 
of diversity to the company’s product range, outside 
design consultants are also retained, and they have made 
a valuable contribution to the company’s progress. 


MANUFACTURING 


Historically, the furniture manufacturing industry has 
been highly fragmented—consisting of a large number of 
small production units. Inevitably, such a situation breeds 
inefficiency and high costs. The course that Sklar has 
taken represents a major departure from this traditional 
approach. Modern management methods, high volume 
production and the latest engineering and quality control 
techniques have been introduced, replacing the semi- 
custom, craft-oriented approach which continues to per- 
meate the industry. This new direction has played a 
major role in the company’s growth to its present position 
of leadership in the industry. 


Furniture Products 


The company’s products are known in the market 
place by a number of brand names which are manu- 
factured at the following locations: 


e The “Sklar” range of medium-price upholstered 
products is manufactured at two locations. The 
stationary conventional sofas and chairs are pro- 
duced in a 230,000 square foot factory located in 
Whitby, Ontario which also houses the head office 
of the Company. The ‘’Sklar’’ range of mechanical 
chairs, primarily reclining chairs and swivel rockers, 
is produced in a new 60,000 square foot factory 
located in Metropolitan Toronto. 


e The “Meridian” brand of upholstered products is 
produced in an 85,000 square foot factory, also 
located in Metropolitan Toronto. The Meridian 
Division, which serves that part of the market just 
below the Sklar price range, features a limited 
product range and relatively long production runs. 


e The “Peppler’ brand of medium-price bedroom and 
dining room suites is manufactured in two plants 
located in Hanover, Ontario having a total floor 
space of 360,000 square feet. The Peppler Division 
is now the largest producer of bedroom and dining 
room furniture in Canada. 


e The “Fitton-Parker’’ medium-price occasional 
tables are produced in a 110,000 square foot 
factory located in Southampton, Ontario. 


Supporting Production Facilities 


Hardwoods and upholstery fabrics are essential raw 
materials to the furniture industry. Both are in short 
supply and the shortage is becoming more severe. In 
order to ensure reasonable stability of price and supply 
of these two vital components, the company has 
established two relatively new divisions. 


e Mattawa Forest Products—In 1972, the company, 
through one of its subsidiaries, entered into an 
agreement with the Province of Ontario pursuant 
to which it obtained exclusive rights to harvest 
hardwoods on a 940 square mile tract of land 
located east of North Bay, Ontario. The first stage 
of a hardwood lumber complex consisting of a 
modern, efficient sawmill and dry kilns located 
near the Town of Mattawa, Ontario, has been 
completed. It is now operating as the ““Mattawa 
Forest Products” division. In addition to supplying 
the company’s furniture plants with a substantial 
part of their hardwood requirements, this division 
also sells on the open market. These outside sales 
include veneer logs, softwood logs, the wood 
chips produced from waste and certain grades of 
hardwood that are at present not being used by the 
company’s furniture manufacturing divisions. The 
sawmill complex is highly automated and is looked 
upon by government authorities as a model for 
pollution control in the forest products industry. 


e Sklar International AG—This European subsidiary 
purchases yarns in world markets and accumulates 
them in Belgium where they are dyed to the re- 
quired colors and then woven into velvets which 
are in great demand in many countries including 
Canada and the United States. The weaving is done 
by companies which operate under contract to 
Sklar International AG. The designs of these velvets 
are created by European artists working in con- 
junction with Sklar International. They are sold to 
the company’s furniture divisions and in other mar- 


kets. Programs are now being developed to enlarge 
the sales to other markets in various parts of the 
world. 


c) MARKETING 

The company’s products are sold to retailers of home 
furnishings throughout Canada, including many of the 
major chain and department stores and the large new 
showroom-warehouse Operations which are beginning 
to make their mark in Canada. The company has been 
focusing its efforts on the medium-price markets. How- 
ever, it has successfully entered a somewhat lower 
price market with its Meridian range of products. A 
similar approach to the lower price wood furniture 
market is now in the planning stage. 


Sklar Division products are now being marketed in the 
United States through a wholly-owned subsidiary of the 
company. Long range plans call for increasing efforts to 
export the company’s products not only to the United 
States, but also to other parts of the world. There is 
reason to believe that exports will play an increasing 
role in the company’s growth. 


The company’s customers are serviced by a team of 
forty professional field representatives who work closely 
with the company’s customers, and In addition, constitute 
a valuable source of knowledge of market conditions and 
changing consumer tastes. 


Permanent showrooms are maintained in Toronto, 
Ontario, Montreal, Quebec, Hickory, North Carolina, San 
Francisco, California and Minneapolis, Minnesota. They 
display the company’s products in the most dramatic 
room settings. Sklar showrooms now enjoy industry 
recognition for their high standards of excellence. 


The major problem facing the company’s marketing 
organization today is that, notwithstanding the major 
increases in productivity at all divisions, it remains 
unable to meet the growing demand for its products. 


The following sections of this report present photographic 
illustrations of some aspects of the company’s operations 
and a series of charts which demonstrate some significant 
trends in the financial history of the company over the ‘past 
seven years. 


avin 
, os 


a) 
Bek 
+ ‘ q) 9S 
Wey >: : 
. . Ord 5 
: See 
ww.” ~ H 


. Automatic high speed saw at Mattawa Forest Products. 


. A first rendering by a member of the Sklar design team. 
. Engineering of a new product. 


. Weaving exclusive upholstery fabrics in Belgium. 


. Quality control on a Fitton-Parker table production line. 


. A section of the conveyorized finishing line at the Peppler 
Division. 


. Sewing of upholstery fabrics at the Sklar Division. 
. A view of a production line at the Sklar Division. 


10 tA correlated group of company products in decorated 
1, |settings at one of the showrooms. 
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A History of the Company’s Performance 


Net Sales Net Earnings Working Capital 


in millions of dollars in millions of dollars in millions of dollars 
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1967 1968 1969 1970 1971 1972 1973 
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Consolidated Statement of Earnings FOR THE YEAR ENDED DECEMBER 31, 1973 


(with comparative figures for 1972 y 


SKLAR MANUFACTURING LIMITED 
and subsidiary companies 


Net sales... . 


. 
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Operating costs and expenses: 
COStiOL Goods Sold yes he inc eR ESE ort rettoy ona CUR GEr chmeteesit es) e rege 
Marketing, general and administrative expenses 
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Interest on current bank indebtedness 
Interest on long-term debt 
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Earnings before income taxes and extraordinary item 
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Earnings before extraordinary item. . 
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Add extraordinary item: 
Reduction in current income taxes as a result of loss carry forward 
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Earnings per share (note 9): 
Basic— 
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Fully diluted— 
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(See accompanying notes to consolidated financial statements ) 


USES 


$38,116,000 


27,681,000 
5,131,000 
505,000 
320,000 
203,000 


33,840,000 
4,276,000 


1,647,000 
252,000 


1,899,000 
2,377,000 


$ 2,377,000 


$1.02 
O02 
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1972 


$28,213,000 


20,658,000 
3,700,000 
438,000 
182,000 
164,000 


25,142,000 
3,071,000 


1,310,000 
164,000 


1,474,000 


1,597,000 


173,000 


$ 1,770,000 
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Consolidated Balance Sheet for THE YEAR ENDED DECEMBER 31, 1973 


(with comparative figures for 1972 ) 


Assets 


Current Assets: 


Accounts receivable. . 
Inventories (note 2) 
Prepaid expenses 


Total current assets 


Fixed Assets (notes 3, 5 and 7): 


Buildings and leasehold improvements 
Machinery and equipment 


On behalf of the Board: 


Cae nS Director 


Cost 


$ 62,000 
3,214,000 


4,578,000 
$ 7,854,000 
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Accumulated 


Cepreciation_ 


Sere UU 
2,647,000 


$ 3,418,000 


1973 


$ 8,166,000 


7,874,000 


145,000 
16,185,000 


62,000 
2,443,000 


1,931,000 
4,436,000 


$20,621,000 


Se 


$ 6,619,000 
N7200,000 
114,000 


_11,968,000 


62,000 
2,052,000 


1,809,000 
3,923,000 


$15,891,000 
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SEKILLAR MANUFACTURING JUIMiITE® 
(Incorporated under the laws of Ontario) 


Liabilities 
Current Liabilities: 


Bank indebtedness—current (note 4) 


and subsidiary companies 


EWES} 


$ 5,440,000 


1972 


$ 3,545,000 


Accounts payable:and accrued :charges .-11: 25 reerearc ors eee ey ee ee 2,664,000 2,127,000 
INCONIe-anG: OtleEta es (Da Vab lerseecwccs conn eee Soa ee eee oe er eee 1,068,000 1,638,000 
Weterred-income-:taxes-—-Current<.istsnce: ss cee eee er ete errs ee cps anes Pomona se ceneme cas 139,000 113,000 
Pongsternincebedue vsti mone: Cat weno oa aan ae ete er Sem ee ee en eee nee 244,000 243,000 
LOtal- CUIren CAA SS ercvessecteetctet et PAC ee nn arene Ets Cae Ue ae Sree eMC aap eneey Tere 9,555,000 7,666,000 
Long-Term Debt (note 5) 1,943,000 1,868,000 
Deferred Income Taxes 586,000 360,000 
Shareholders’ Equity: 
Capital stock 
Authorized: 
3,500,000 common shares without par value 
Issued (note 6): 
2-399°8 1:-Ocshares “(1-972—-2318)7.54 Shales) ae ee ee ee 7,483,000 7,320,000 
Contributed SUrOlUS 2 be ee ee ee ete ca Cd rene nas 8,000 8,000 
Retained earnings (deficit) 
Balance at-Deginining OT: Veabs sees i ree cag eel eee ee ee ee (173312000) (3,101,000) . 
NeediningS fOr th vCal c cicirree wantin aren eeerens (eran eta er enter 2,377,000 1,770,000 
Balance at end Of Veale isco ie es ts ee tee er a ee ete eee or eee 1,046,000 (1,331,000) 
Total sharenolders CQuityVitw cits Cease rn ee cree ere een ee ee 8,537,000 5,997,000 
$20,621,000 $15,891,000 


(See accompanying notes to consolidated financial statements ) 


Consolidated Statement of Source 
and Application of Funds For tHe year ENDED DECEMBER 31, 1973 


(with comparative figures for 1972) 


Source of Funds: 
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Add back charges not requiring funds— 
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Bras prov eC aOn-OPeration st. vc2c sunc<pacers sem eet hc ee nr ST Re ere eee 
PTOCGE 9 ThOlT DANK LCTEN JOE me ve. 5 oe vacances ce cena Rk emma ye cope hanes ie eee ee een coaees 
Bese orion lisea:-to repay ist Mortgage: DONS 15 os tcseves Siva lile Berean 4 1c os dna ty oe wsacnetn 
Granttrom.Depariment of :Regional-Economic:Expansion (note 3). wicks wie es ele 
Loan from Ontario Development Corporation, including forgivable portion............. 
Issue of common shares on conversion of general mortgage and collateral trust debentures 
Bese CouUCctTION naelatec. dent:netOl GISCOUNE.. =. 11 aus -srdarc no icota cioce oo cee ee ee 
Issue of common shares On exercise of share purchase warrants and employees’ stock options 


Application of Funds: 
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(See accompanying notes to consolidated financial statements) 


fees} 


$ 2,377,000 


505,000 


226,000 


3,108,000 


2,000,000 
(1,812,000) 
387,000 


163,000 


3,846,000 


1,405,000 


113,000 
1,518,000 


2,328,000 
4,302,000 


$ 6,630,000 


SKLAR MANUFACTURING LIMITED 


and subsidiary companies 


ee 


$ 1,770,000 


438,000 
5,000 


177,000 


2,390,000 


188,000 

1,131,000 
(1,131,000) 

31,000 


__ 2,609,000 


1,458,000 
243,000 


1,701,000 


908,000 


3,394,000 
$ 4,302,000 
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Notes to Consolidated Financial Statements 


1. Principles of consolidation (a) The term bank loan is secured by a first mortgage on specific fixed assets 
The consolidated financial statements include the accounts of the company and all acquired prior to June 15, 1973 and a first floating charge on other fixed assets 
of its subsidiaries, including a European subsidiary which commenced operations in which are pledged as security under the loan from the Ontario Development 
one The assets and liabilities of this subsidiary have been translated into Canadian Corporation. 
fees acc dung Gee Ne TEL EE ec neesemanrnnrte aa (b) The bank term loan agreement requires the company to maintain working 
The subsidiaries are: : capital of $3,000,000, a ratio of current assets to current liabilities of not less 
than 1.5 to 1 and a ratio of indebtedness (including the capitalized value of 
Sklar Furniture Limited leases) to net worth of not greater than 3 to 1. There are also certain limitations 
Fitton- Parker Furniture Limited on the payment of dividends and the purchase of fixed assets. 


Sklar International AG 
S P Furniture Limited 
The Neustadt Manufacturing Company Limited 


(c) Payments required on long-term debt in the next five years are as follows: 
1974— $244, 000 1977— $361,000 
1975— 302,000 1978— 367,000 

1976— 356,000 

2. Inventories 

Inventories are valued at the lower of cost or net realizable value, with cost deter- 


mined on a first-in, first-out basis, and consist of the following: ee EIT 


Changes in common shares during 1973 were as follows: 


1973 1972 
2 S y Sent oy hae Number Consideration 
UNC MRAROC LICL Sr ct Pina tals aco. vac Gk oes Sich e i area ; } 978, ae ar eta ST ee 
MU oni racessta tt hhyee ah chy cigar 2,094,000 1,406,000 Balan oa) Patni 0 Ot eae ae 2S 1 Ot 
Finished goods...... '885 000 851.000 Exercise of 80,980 stock options at $2.00 and 
DR eee. Meo qe en ee $3.33 per share and 76 warrants at $3.50 
$7,874,000 _$5,235,000 per shard tes. oe 81,056 163,000 
; Balance atrendiot Veatnn. cr<cen eaten ene 2,399,810 $7,483,000 
3. Fixed assets NY ———— 
The grant of $387,000 in 1973 from the Department of Regional Economic Expansion As at December 31, 1973, 322,287 common shares were reserved as follows : 
and the forgivable loans totalling $200,000 received in 1971 and 1972 from the For possible issue upon exercise of share purchase warrants 
Ontario Development Corporation have been deducted from the cost of the related OUTStandling (a). sso ce sey rete eee day eaten 298,423 
fixed assets. For possible issue under the key employees’ stock option plan 
(14,432 not granted) (Db). a. = ccc sree eee ae 23,864 
4. Bank indebtedness—current 3227287, 


edness is secured by accounts receivable and inventories. 
popeaeocclle oe / (a) The warrants entitle the holders thereof to purchase common shares at a price 


of $3.50 per share until July 1, 1978. This price is subject to adjustment under 


5. Long-term debt certain conditions. 
1973 1972 (b) The changes in employee options during 1973 were as follows: 

Bank term loan due 1980 bearing interest at the rate Options outstanding at beginning of year.............4. 95,044 
of 1% above the lender’s primerate..........--- $1,900,000 — Deduct—options exercised s. 2.12. a. cee eee ee 80,980 
First mortgage sinking fund bonds net of unamor- —options cancelled. 22-2), os «wee enn eee 4,632 

tized debt discount and expense........ Bleeds ad $1,812,000 Options outstanding at end of year exercisable at an average 
9% loan from Ontario Development Corporation due $237 O: Per Shares, « <ovenas coe ee ee eee ee 9,432 
(WSR a) ci le SN See eee aa ee 287,000 299,000 ) IS 
7.187.000 2.111.000 During priate stock option plan oe teeta to permit employees to 
ts due within one year, included in current exercise ali of their remaining Options by December 31, 19/3. For options 
Less amounts due y 744,000 243,000 exercised in 1973, certain amounts may be payable to the company if employ- 


aplitiGS « o AS obo coe oh eno Ue mort an O cman 


ment terminates prior to June 1, 1976. The options which were not exercised 


$1,943,000 $1,868,000 remain exercisable in equal annual instalments to 1976. 


Notes to Consolidated Financial Statements cont'd. 


7. Depreciation policy 
Depreciation is provided in the accounts of the company on the straight line method 
Over the estimated useful lives of the fixed assets as follows: 
Buildings —20-40 years 
Leasehold improvements —over the unexpired term of the leases 
Machinery and equipment—10 years 


8. Remuneration of directors and senior officers 


The total remuneration paid or payable by the company and its subsidiaries to its 
directors and senior officers amounted to $374,000 in 1973 and $300,000 in 1972. 


9. Earnings per share 


Basic earnings per share have been calculated using the weighted average number 
of shares outstanding during the year. Fully diluted earnings per share illustrate the 
effect on earnings of the exercise of the outstanding warrants and stock options. 


Auditors’ Report 


To the Shareholders of 
Sklar Manufacturing Limited : 


We have examined the consolidated balance sheet of Sklar 
Manufacturing Limited and subsidiary companies as at December 31, 
1973 and the consolidated statements of earnings and source and 
application of funds for the year then ended. Our examination included 
a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


Toronto, Canada 
February 25, 1974 


eee se eee 


In this calculation, earnings were imputed at the rate of 10% before tax on the deemed 
proceeds on the exercise of the warrants and options. 


10. Commitments and contingent liabilities 

(a) Long-term leases— 
The company is committed under long-term leases with various expiry dates to 
1993. Minimum rentals (exclusive of taxes, insurance and maintenance costs) 
for the next five years under these leases are approximately $370,000 annually. 


(b) Litigation— 
The company and one of its subsidiaries are currently involved in a lawsuit 
with regard to the amount payable for the shares of this subsidiary. In the 


opinion of legal counsel and management, the determination of this lawsuit 
will not have a material effect on the financial position of the company. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as at December 31, 1973 
and the results of their operations and the source and application of 
their funds for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that 


of the preceding year. 
LE Lat Khesw AAAI ¢ oo, 
Sorerry Weare Godinty ee, 


Chartered Accountants 
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ETAT CONSOLIDE ET NON VERIFIE DE LA 
PROVENANCE ET DE 
L‘AFFECTATION DES FONDS 
POUR LA PERIODE DE 28 SEMAINES 
CLOSE LE 14 JUILLET 1973 


ETAT CONSOLIDE ET NON VERIFIE 
DES BENEFICES 
POUR LA PERIODE DE 28 SEMAINES 
CLOSE LE 14 JUILLET 1973 


1973 1972 1973 1972 
Vertes nettes ...ce.csecssssescsereee $19,897,000 $14,141,000 Provenance des fonds: 
Frais d’exploitation: Beneficesimetsimen cesmeenstseets $1,257,000 $ 704,000 
Coit des marchandises Addition des frais qui 
Vendiles sont 14,478,000 _ 10,463,000 n’exigent pas de fonds: 
Frais de commercialisa - Se Se DEpréeciationlarccsssssscessenes 340,000 278,000 
tion, frais généraux et Amortissernent de 
administratifS ....c.ssesseee. 2,756,000 1,911,000 Vescompte et des frais de 
Dépréciation www... 340,000 278,000 Seid ene pte of) eee 
Intérét sur les dettes ceria tig des impdts 
Pancalrests ein. k lee: 159,000 86,000 eres eu a every 
Intérét sur la dette a long ‘ (portion non courante).... 40,000 (2,000) 
TECH Oh es eke els. 99,000 108,000 Fonds provenant de 
17,832,000 12.846 000 LEX PlOlfabiOnincesscsce teterere 1,637,000 984,000 
Bénéfices avant déduction des Produit du prét bancaire | 
impOts sur le revenu et du pour refinancer les obli- 
t - inaire........ gations de premiére 
Fiat a lhe URS 9 fe / leet) RYPOtHEQUE seseeccesseeeeeees 2,000,000 Ls 
Impéts sur le revenu—courants 768 ,000 638 ,000 Prét de l'Ontario Develop- 
—différés 40,000 (2,000) ain ceateb Aka 
Total ihe impots ra lerevenu 808,000 636,000 Ben SS a ae Ara TOM = 188,000 
Bénéfices avant |’inclusion du Subvention du ministére de 
poste extraordinaire ........ 1,257 000 659 ,000 ‘Expansion économique 
Addition du poste extraordi- FOGION GIG Metter eeeeet eee 211,000 — 
naire: Emission de 17,608 actions 
Réduction des impdts ordinaires en vertu de 
courants sur le revenu par l"exercice par les — 
suite du report de la perte a 45,000 eile ee ce eons. 
Bénefices nets pour la période $ 1,257,000 ¢$ 704,000 warrantsd’achatinscac. 39,000 We 
Bénéfices par action: Emission de 127, 757 actions 
Bénéfices de base — ordinaires sur conversion 
Bénéfices avant des débentures hypothe- 
l‘inclusion du poste caires générales et 
extraordinaire ........... 54g 31¢ fiduciaires a titre de 
Bénéfices nets ........... 54 eye} Garam tievesrwticteeeeeenes esc — 306,000 
Reuae: ‘a Moins réduction de la 
ae le darn dette apparente, sans 
ieee avant tite esCOMPte «.....0-..s6+.+- _ (306,000) 
clusion du poste 3,887,000 1,172,000 
extraordinaire .......... 47 .26 Affectation des fonds: a seed 
Bénéfices nets ........... 47 28 mn ie 
Nombre d‘actions en Additions aux immobilisa- 
Circulation ........eeeceee 2,336,000 2,303,000 MONS capes arma sta TEE pet settee 
Provision (réduction) pour 
Nombre d’actionnaires ........ 1,891 1,653 la dette a long terme due 
dans un intervalle d’un an (9,000) 16,000 
Remboursement d’obligations 
de premiére hypothéque 
de $1,879,000, moins 
NOTES: l‘escompte et les frais sur 
1. Pour permettre de comparer les chiffres de bénéfices par ites occas ae een. 5 500 2 
action de 1972, on les a ajusté de facon a tenir compte de Avanceen lone fre aie : ! : 
la conversion de la dette qui a été faite aprés le deuxieme f5tinicsnli ree ae Ps 66.000 
trimestre de 1972. Cette revision a eu pour effet une aT ___ 96,000 
réduction des bénéfices; avant |’inclusion du poste extra- _ 2,990,000 - 568,000 
ordinaire, de .35¢ a .31¢ et des bénéfices nets de .37#a Augmentation du fonds de 
.33¢ par action. Le nombre d’actions en circulation a ega- rolilemenitaeteececce casec-ecersees) 1,331,000 604,000 
lement été modifié en conséquence. Fonds de roulement au début 
2. ie provision pour l'impot sur le revenu pour 1973 est de la période ensces : risus ceseecce= 4,302,000 3,394,000 
basée sur les taux réduits applicables aux compagnies Fonds de roulement a la fin de a 
manufacturiéres et de traitement. la PETIODE ssrecressesrscrsenecessnnes $5,633,000 $3,998,000 
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617 VICTORIA STREET EAST, 
WHITBY, ONTARIO 


TO THE SHAREHOLDERS: 


Sales and earnings for the first twenty-eight weeks 
of 1973 are ahead of target. In comparison with 
performance for the same period in 1972, | am 
pleased to report that your company recorded a 41% 
increase in sales, a 59% increase in pretax earnings 
and a 79% increase in net earnings. In addition, work- 


ing capital during the period increased by 
$1,331,000. 


The heavy backlog of orders at all divisions has 
been augmented by the record high sales experienced 
at the annual Montreal furniture show which took 
place recently. The favourable product mix included 
in this backlog, together with continuing increases in 
productivity at all manufacturing facilities gives your 
management reason to be optimistic as we enter the 
second half of the company fiscal year. 


uit pre- 
objectifs. 
araison avec 
our 1972, votre compagnie a enregistré 
une augmentation de 41% des ventes, une augmen- 
tation de 59% Wes bénéfices avan¥ les déductions fis- 
cales et une augmentation de 79% des bénéfices nets. 
De plus, le capNal de roulefnent a augmenté de 
$1,331,000 pendant cette période. 


ndes en retard dans toutes 
les divisions est venu\s/jouter encore le chiffre de 
ventes record enregisty& au salon annuel du meuble 
qui s’est tenu récemmenta Montréal. Grace a un bon 
assortiment d’articlés inclus dans ces commandes en 
retard et a la continuation\des augmentations de la 
productivité de toutes les installations de fabrication, 
votre direction/a toutes les raisgns d’étre optimiste au 
seuil de la deuxiéme moitié de \‘exercice fiscal de la 
compagnie. 


les résultats 


Aux nombreuses Com 


THE BOARD 
ISTRATION 


ON BEHALF 
AU NOM DU CONSEIL D’ADM 


boa i a 


Louis Sklar 


August 20, 1973 ‘ 
ey President 


Le 20 aoit 1973 


UNAUDITED CONSOLIDATED 


STATEMENT OF EARNINGS 
FOR THE 28 WEEK PERIOD 


ENDED JULY 14, 1973 


Net: Sales. ccna an aes 


Operating Costs 
Cost of goods sold .......... 
Marketing, general and 


administrative expenses 


Denpreciatlonmemee eee 

Interest on bank indebted- 
TOSS ee ee eee rece 

Interest on long-term debt 


and Extraordinary Item 


Income Taxes — Current ..... 
— Deferred .... 


KV ANTON) a seeecta ee mete. 


Extraordinary Item: 

Reduction in current income 
taxes as a result of loss carry- 
forward 


Net Earnings for the Period 


Earnings per share: 
Basic— 
Earnings before extra- 
ordinary item ............ 
Net earnings ............. 
Fully diluted— 
Earnings before extra- 
ordinary item ............ 
Net earnings .............. 


Number of shares outstanding 
Number of shareholders 


NOTES: 


1973 


$19,897,000 


14,478,000 


2,756,000 
340,000 


159,000 
99,000 


17,832,000 
Earnings Before Income Taxes 
2,065,000 


768 ,000 
40,000 


~~ 808,000 


1,257,000 


$1,257,000 


.54¢ 
54 


47 
47 


2,336,000 
1,891 


10,463,000 


1,911,000 
278,000 


86,000 
108,000 


12,846,000 


1,295,000 


638 ,000 
(2,000) 


636,000 


659,000 ~ 


.26 


2,303,000 
1.653 


1. In order to make the earnings per share figures for 1972 
comparative, they have been adjusted for the conversion 
of long-term debt which occurred subsequent to the 
second quarter, 1972. The effect of this restatement is to 
reduce earnings per share before extraordinary item from 
.35¢ to .31¢ and net earnings from .37¢ to .33¢. The 
number of shares outstanding have also been adjusted ac- 


cordingly. 


The income tax provision for 1973 is based on the 


reduced rates applicable to manufacturing and processing 


companies. 


) 


J 


f np 


UNAUDITED CONSOLIDATED STATEMENT 
OF SOURCE AND APPLICATION OF FUNDS 
FOR THE 28 WEEK PERIOD 
ENDED JULY 14, 1973 


1972 e 1973 1972 
$14,141,000 Source of Funds: 


Net Earnings s.u8 eine $1,257,000 $ 704,000 

Add back charges not 

requiring funds: 
Depreciationy eee 
Amortization of debt 
discount and expense ... 
Increase in deferred 
income taxes (non- 
current portion)............ 


340,000 278 ,000 


4,000 


40,000 (2,000) 


Funds provided from 


Operations eccocestcen ee 1,637,000 984,000 


Proceeds from Bank term 
loan refinancing first mort- 
gagelbondsisA sens ear: 
Loan from Ontario De- 
velopment Corporation, 
including forgivable 
POMLION) ect ees eee = 
Grant from Department 
of Regional Economic 
EXPansiOn).sca-tee ee eee 
Issue of 17,608 common 
shares on exercise of 
employees’ stock options 
and share purchase 
Warlan'tSe (a. epost saee eee ee 
Issue of 127, 757 common 
shares on conversion of 
general mortgage and 
collateral trust debentures —- 

Less reduction in related 

debt, net of discount ..... — 


3,887,000 


2,000,000 — 


188 ,000 


211,000 = 


39,000 _ 


306,000 


(306,000) 
1,172,000 
Application of funds: 


Additions to fixed assets ... 
Provision (reduction) of 
long-term debt due 
within one year ............ 
Repayment of first 
mortgage bonds of 
$1,879,000 less related 
unamortized debt 
discount and expense of 
$67 O00 )2: ee Ree 
Long-term advances to sup- 
pliers: Stas eee eee _ 


753,000 486,000 


(9,000) 16,000 


Increase in Working Capital 


Working Capital, Beginning of 
Period 4,302,000 


Working Capital, End of Period $5,633,000 


3,394,000 
$3,998 000 


